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House or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SPECIAL SUBCOMMITTEE FOR INVESTIGATIONS, 
Washington, D. C., Wednesday, June 18, 1958. 

The subcommittee met at 2 p. m., Hon. F. Edward Hébert, chair- 
man of the subcommittee, presiding. 

Mr. Hésertr. The subcommittee will be in order. 

Members of the subcommittee, this meeting has been called to hear 
an explanation of and the reasons for a proposal of the Department of 
Army, as single manager for procurement and direction of the Military 
Clothing and Textile Supply Agency of Philadelphia. 

As briefly outlined, the proposal which we are to hear this morning 
is an endeavor to secure and maintain greater contractor responsibility 
on work done for this agency. 

It is an open secret that, in the past, many of the experiences in 
this matter have proved not only unsatisfactory and extremely costly 
but unsavory. There have been a number of critical hearings held 
by this subcommittee since 1953 and continuing thereafter; and there 
have been hearings by the Committees on Government Operations of 
both Senate and House. 

In 1957, in an attempt to establish greater contractor responsibility, 
this agency set up what is known as the “‘bailment contract.” 

Originally that plan called for the contractor to supply the money 
for purchasing the material to be fabricated. 

In the tight money market of last fall on October 29, 1957, the 
agency relaxed the cash requirement and permitted performance bonds 
equal to 20 percent of the award price to be furnished. 

Our latest advice on this subject is that this latter plan seems to be 
acceptable to the industry generally and satisfactory to the Govern- 
ment. No complaints have been filed either with this subcommittee 
nor as far as we are aware with contracting officers. 

The cochairman of the Canvas Products Association international 
committee on military specifications and procurement, on December 
6, 1957, advised this subcommittee: 

This procedure does seem to protect the interests of the Government while 
being more feasible for our industry. 

This subcommittee has likewise been interested in preaward surveys 
to establish contractor responsibility. At pages 679 and 680 in the 
report of this subcommittee on the Armed Services Procurement Act, 
filed June 15, 1957, we reviewed the 9 different comments and recom- 
mendations on this subject arising out of the committee’s numerous 
inquiries over a 6-year period. 
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The law and the Armed Services Procurement Regulations place 
heavy responsibilities upon contracting officers of the United States. 
They are set out in section 3—801.2 of the Armed Services Procure- 
ment Regulations. I will not repeat them here. 

As recently as May 28, 1958, the Comptroller General of the 
United States in Opinion B-135718 ruled that— 


the qualifications of a proposed contractor is primarily the function of the pro- 
curement agency. 


And the Comptroller continued— 


in the absence of convincing evidence of bad faith or reasonable basis for the deter- 
mination as made, we [the Comptroller] are not required to object to the deter- 
mination. 

In the ruling, a bidder having a Small Business Administration 
“certificate of capacity and credit” had been found by the contracting 
officer to have made an unsatisfactory performance record on four 
prior contracts with the Army. The contractor had maintained that 
because of its “‘certificate of capacity and credit,’’ it should receive 
this award. 

The Comptroller General held otherwise: that the contracting 
officers’ evaluations of this bidder’s responsibility did not touch either 
the question of ‘‘capacity or credit’’ but only his record of performance. 

The Comptroller stated: 

* * * that the certification * * * as to capacity and credit is conclusive only 
insofar as it conflicts with a determination by a procurement officer * * * [that 
the] bidder is found not to be qualified because of prior unsatisfactory contract 
performance. A certificate which limits itself to “‘capacity and credit’’ could 
not be determinative on the matter of bidder responsibility. 

We happen to be dealing here this morning with a trade which, 
unfortunately for the ove srwhelming number of conscientious, reliable, 
and responsible number of its contracts, has been infiltrated with 
those who are unreliable. These fly-by-nighters who come into 
being only for the purpose of getting a contract and making a quick 
profit or leaving on the run when performance breaks down have 
damaged the dependable contractors and have been costly in more 
ways than one to the Government. 

I cite these matters to emphasize the heavy degree of responsibility 
and the high duty which Government contracting officers have in 
determining qualifications of bidders to perform their contracts. 

It is to that subject that this morning’s meeting is primarily 
directed—bidder qualifications for performance and how best to 
attain it in higher degree. 

Our witnesses will be the Assistant Secretary of the Army, Mr. 
Frank Higgins, and the head of the Clothing Agency of Philade Iphia, 
Maj. Gen. Webster Anderson. 

Mr. Courtney. Mr. Chairman, Secretary Higgins is here. He has 
a prepared statement. 

Mr. Héperr. Mr. Higgins. 
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STATEMENT OF HON. FRANK H. HIGGINS, ASSISTANT SECRE- 
TARY OF THE ARMY FOR LOGISTICS 


Mr. Hicerns. Mr. Chairman and gentlemen, I am Frank H. 
Higgins, Assistant Secretary of the Army for Logistics. 

The Department of Defense is engaged in several projects for the 

urpose of improving the efficiency of the defense effort. In the 

fovintics area, which is my primary concern, the Department has 
instituted what is known as the single manager plan. This plan 
centralizes responsibility for procurement and supply of specific 
categories of items in one agency 

Thus, in the case of the Military Clothing and Textile Supply 
Agency, the Secretary of the Army has been designated as the single 
manager for all clothing and textile items. 

Maj. Gen. Webster Anderson, who is directly responsible to the 
Quartermaster General, Maj. Gen. A. T. McNamara, has been 
designated as the executive director to operate the Military Clothing 
and Textile Supply Agency. This Agency is charged with full 
responsibility for procurement, storage, and distribution down to 
the retail level of all clothing and textiles for all the armed services. 

One of the problems encountered by the Military Clothing and 
Textile Supply Agency has been that of eliminating the marginal, 
fly-by-night, irresponsible contractors, a problem which is of spec ial 
importance because of the character of the clothing industry. This 
problem has been emphasized by the House Committee on Govern- 
ment Operations as well as by the Senate Permanent Subcommittee 
on Investigations of the Senate Committee on Government Operations. 

Undoubte dly you are aware of the reports that were made by these 
committees. I would like to refresh your memory with two quota- 
tions. First, I would like to quote from House Report 1168, 
dated August 14, 1957, of the House Committee on Government 
Operations. 

By its loose and irresponsible procurement practices in the clothing field over 
the years, the Army has done little or nothing to improve the quality of industrial 
performance in this area. It has attracted marginal operators who trade on 
marginal labor. The Quartermaster Corps has accepted the least responsible 
elements as the norm for the industry. 

The second quotation is from Senate Report No. 1166, dated 
September 6, 1957, of the Permanent Subcommittee on Investigations. 

This Subcommittee hopes that the Government will do all in its power to 

encourage more responsible firms to bid on contracts, and that it will take what- 
ever action is necessary to interest responsible and reputable companies in the 
Government clothing business. 
I know of the continuing interest of this subcommittee in this subject 
matter, commencing with investigations which you conducted in 
May 1953. The information developed at those inquiries was sub- 
mitted to my predecessor and enabled him to make a disposition of 
several pending bids as to which there was grave doubt concerning the 
responsibility of the bidders. 

While this subcommittee did not make any formal report, but 
submitted its findings to the Department, its interest was manifest; 
and the results of its actions were of great benefit to the Government. 
I am aware also of the subcommittee’s forthcoming inquiry into 
procurement regulations and instructions. 
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The responsibility of Government contractors is a matter of concern 
to this subcommittee. I have, of course, observed the interest of the 
subcommittee in preaward surveys That brings me to my subject: 
I desire to bring to your attention a new procedure which will be 
applicable to the single manager agency for the procurement of 
clothing and textiles under the control of the Department of the Army. 

The plan for the qualified manufacturers list is designed to meet 
these criticisms, to eliminate the irresponsible firms, and to encourage 
responsible firms to participate in Government procurement. 

The qualified manufacturers list was developed with the cooperation 
of both labor and management. ‘The first meeting was held on 
September 30, 1957, at the Military Clothing and Textile Supply 
Agency in Philadelphia, the following being present: 


CoONFEREES AT SEPTEMBER 30, 1957, Meretinc at MC&TSA on PROCEDURES 
FOR THE “QUALIFIED MANUFACTURERS LisTS’’ 


GOVERNMENT 


Hon. Frank H. Higgins, Assistant Secretary of the Army (Logistics) 
Maj. Gen. Andrew T. McNamara, the Quartermaster General 
Maj. Gen. Webster Anderson, Executive Director, MC&TSA 
Brig. Gen. Jean E. Engler, ODCSLOG 

Mr. John H. Fanning, OSD (M&P) 

Mr. Clarence E. Short, OASA (Log) 

Mr. Robert M. Lemke, General Counsel, OQMG 

Col. John D. Hines, Deputy Executive Director, MC&TSA 
Col. James E. Baker, Chief, Purchasing Division, MC&TSA 
Mr. Thomas F. Rooney, MC&TSA 

Mr. Harry D. Shargel, MC&TSA 

Mr. Hyman Serebransky, MC&TSA 


LABOR 


Amalgamated Clothing Workers of America: 

Mr. Jacob 8. Potofsky, general president 

Mr. Louis Hollander, vice president 

Mr. Charles Weinstein, vice president 

Mr. Milton Fried, director of research 
International Ladies’ Garment Workers Union: 

Mr. Howard Milisani, vice president 

Mr. George Rubin, vice president 

Mr. Morris Dobren, general manager, South Jersey-Philadelphia Ladies’ 

Garment Workers Union 

United Garment Workers of America: 

Mr. Joseph P. McCurdy, general president 

Mr. George Pohlsen, Phildelphia representative 


MANAGEMENT 


Clothing Manufacturers Association of USA: Mr. Harry Cobrin, executive 
secretary 
New England Mens’ and Boys’ Clothing Manufacturers Association: Mr. 
Abraham Saxe, executive secretary 
New York Clothing Manufacturers Exchange: Mr. Arthur White, executive 
director 
Philadelphia Clothing Manufacturers Association: Mr. William B. Flickstein, 
secretary 
National Association of Uniform Manufacturers, Inc.: 
Mr. James Weintraub, president 
Mr. Stanley J. Cummings, executive secretary 
Southern Garment Manufacturers Association, Inc.: 
Mr. G. Freeman Fly, president 
Mr. W. Gordon McKelvey, executive vice president and general counsel 
Mr. A. B. Lankford, chairman, committee on Government contract affairs 
Mr. P. M. French, president, Southern Manufacturing Co. 
Mr. J. P. Gamble, Southern Manufacturing Co. 
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I would just like to comment in submitting this for the record that 
I convened a meeting on the 30th of September in the Quartermaster 
Agency in Philadelphia, inviting both labor and management to 
participate. They did. Labor was represented by the Amalgamated 
Clothing Manufacturers of America. Mr. Jacob Potofsky, the gen- 
eral president of that organization, was there, with two of his vice 
presidents. 

The International Ladies’ Garment Workers Union and two of their 
vice presidents were there. 

The United Garment Workers of America and their general president 
attended. 

From management we had the Clothing Manufacturers Association 
of the United States of America. Mr. Harry Cobrin, their executive 
secretary, attended. 

The New England Men’s and Boys’ Clothing Manufacturers Asso- 
ciation were represented by their executive secretary. 

The New York Clothing Manufacturers Association, represented 
by their executive director. 

The Philadelphia Clothing Manufacturers Association, represented 
by their secretary. 

The National Association of Uniform Manufacturers, represented 
by their president, and the Southern Garment Manufacturers Asso- 
ciation, represented by their president. 

[ would just like to comment further that we met in a long session 
down there and presented the problems pro and con that we were 
faced with in this industry. This group was asked to take these 
problems back and that we would convene a meeting later on where 
we would take definite action. 

I will submit that for the record. This was followed by a second 
meeting at the same location on November 8, 1957, and if it pleases 
your committee, sir, I will do the same with this exhibit. 

Mr. Hépert. Without objection. 


CONFEREES AT NOVEMBER 8, 1957, MreretTIna at MC&TSA on PROCEDURES FOR 
THE “QUALIFIED MANUFACTURERS Lists’ 


GOVERNMENT 


Maj. Gen. Webster Anderson, Executive Director, MC&TSA 
Brig. Gen. V. J. MacLaughlin, Assistant Quartermaster for Clothing and Textile 

Material, OQMG 
Lt. Col. William Thybony, OASA (Log) 
Montague Shanahan, Esq., Office of General Counsel, DA 
Mr. E. C. Cox, ODCSLOG 
Robert M. Lemke, Esq., General Counsel, OQMG 
Col. John D. Hines, Deputy Executive Director, MC&TSA 
Col. James EF. Baker, Chief, Purchasing Division, MC&TSA 
Donnell K. Wolverton, Esq., General Counsel, MC&TSA 
Mr. Thomas Rooney, MC&TSA 
Harry D. Shargel, Esq., MC&TSA 

LABOR 


Amalgamated Clothing Workers of America: Mr. Milton Fried, director ot 
research 
International Ladies Garment Workers Union: 
Mr. Morris Dobren, general manager, South Jersey-Phiiadelphia Ladies’ 
Garment Workers Union 
Dr. Lazare Teper, director, research department 
United Garment Workers of America: Mr. George W. Pohlsen, Philadelphia 
representative 
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MANAGEMENT 


Clothing Manufacturers Association of USA: 

Mr. Harry Topp, New York Clothing Manufacturers Exchange 

Mr. Wihiam B. Flockstein, Philadelphia Clothing Manufacturers Association 
National Association of Uniform Manufacturers, Inc.: 

Mr. Stanley J. Cummings, executive secretary 

Mr. Jerome Danin, Ashland Clothes, Inc. 
Southern Garment Manufacturers Association, Inc.: Mr. J. P. Gamble, Southern 

Manufacturing Co. 


Mr. Hiaeins. General Anderson, whom you will hear from later, 
conducted. the second meeting. There labor was represented by the 
Amalgamated Clothing Workers, the International Ladies Garment 
Workers, and the United Garment Workers. 

Management was represented by the Clothing Manufacturers, the 
National Association of Uniform Manufacturers, and the Southern 
Garment Manufacturers Association. 

Definite action was taken at that meeting to adopt the plan. 

Asa result of these meetings, the Army, working with both industry 
and labor, devised a plan which has now been adopted and approved 
by the Comptroller General of the United States. And I should 
here seek your permission to offer for the record my letter to the Comp- 
troller General setting forth the plan, and his letter in reply approving 
the plan. 


Mr. Hfésert. Without objection, for the record. 

(The documents are as follows:) 

Marcu 10, 1958. 
The honorable the CompTRoLLER GENERAL OF THE UNITED STATEs. 

Dear Mr. CompTrRoLLeR GENERAL: There is enclosed for your review and 
consideration a proposed procedure for the establishment of a qualified manu- 
facturers list, to be utilized by the Military Clothing and Textile Supp!y Agency 
in connection with the procurement of items of military clothing from the cut- 
make-and-trim industry. 

It has long been a matter of concern to the Department of the Army that man; 
reputable manufacturers in this industry have been disinclined to participate in 
Government procurements and that a large portion of military clothing items 
required by the Department of the Army have been furnished as stated by the 
House Committee on Government Operations, ‘“‘by marginal operators who trade 
on marginal labor.’”’” The Commission on Organization of the Executive Branch 
of the Government expressed criticism of Department of the Army procurement 
practices, which criticism resulted largely from the fact that the Army has had 
to do business with the marginal segments of the industry in order to obtain its 
requirements. Such conditions were found to exist by the House Committee on 
Government Operations (H. R. 1168, dated August 14, 1957) and by the Perma- 
nent Subcommittee on Investigations of the Senate Committee on Government 
Operations (S. Rept. 1380, January 16, 1956, and 8. Rept. 1166, dated September 
6, 1957). On page 7 of the latter report the Senate committee stated: ‘‘ This 
subcommittee hopes that Government will do all in its power to encourage more 
responsible firms to bid on contracts, and that it will take whatever action is 
necessary to interest responsible and reputable companies in the Government 
clothing business.”’ 

In the past, the Army has followed the normal rules and procedures applicable 
to procurement by formal advertising with award to the lowest responsible bidder 
submitting a responsive bid. Careful preaward surveys are made within the time 
limitations available between opening of bids and the making of an award. These 
normal methods have not proven adequate in the cut-make-and-trim industry to 
insure that the Army places its clothing contracts with reputable manufacturers; 
rather, these procedures have tended to make the awards go to the marginal 
producers of the industry. These marginal producers frequently bid fairly low 
in expectation that through one means or another they may be able to take 
shortcuts in production under the contract, so that they ultimately produce for a 
profit. Additionally, because of the urgency of supply requirements, it has often 
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been impossible to make the extensive investigation which would otherwise be 
necessary in many cases to insure that the apparent low bidder was in fact a 
reputable firm without delaying procurement. This is due largely to the fact 
that many disreputable ee bidders have erected complicated legal 
structures for the purpose of obtaining Government contracts, which situation is 
acilitated by the physical ease with which manufacturing facilities in this industry 
can be transferred to different locations. As a consequence, an unusually great 
length of time is required to investigate each concern submitting a bid in order to 
ascertain its ownership, experience, facilities, integrity, financial responsibility, 
and its relationship to other concerns in the same field. The time required by 
such intensive investigations often extends the time between bid opening and 
award so that it is a major factor in the disinclination of many reputable firms to 
participate in Government procurement, since such manufacturers cannot afford 
to have their facilities tied up for such a long period of time merely upon the 
prospect of receiving a Government contract. Such firms would be more inclined 
to participate, and the Government could thus obtain greater competition, if the 
time required for award was greatly shortened. It appears that the most prac- 
ticable way in which such a result can be obtained is to assure that marginal 
and disreputable firms will not compete for Government procurement by preclud- 
ing such firms from bidding. 

In view of the extensive criticisms made of the caliber of the firms to whom 
awards have gone under existing procedures, the Army is compelled to take 
positive action to insure that awards are made to reputable firms which can be 
expected to produce fully in accordance with the terms of the contract. The 
most practicable course appears to be to utilize something approximating the 
qualified products list. In order to initiate such action, I have held discussions 
with representatives of the industry’s trade associations and labor unions and 
have reviewed existing procurement regulations. As a consequence, I have 
concluded that the proposed procedure is the most effective and practicable 
method to achieve the needed result. 

The proposed plan for the establishment of a qualified manufacturers list pro- 
vides for replacing current bidders lists for military clothing and other textile 
end items by qualified manufacturers lists consisting of firms which have qualified 
pursuant to established criteria prior to placement on the lists. The establish- 
ment of the criteria, which will be similar to existing criteria used for determining 
responsibility of bidders, and the compliance therewith by a manufacturer would 
be determined administratively by the Department of the Army. Only firms on 
this list would be furnished invitations for bids. Firms not on such lists would 
be permitted to apply for qualification at any time, but bids received from firms 
who fail to qualify for placement on the list prior to bid opening would not be 
considered for award. It is believed that this procedure, if approved, when 
coupled with the procedures authorized by the opinion of your Office B—131078 
dated February 26, 1958, will greatly improve present procurement practices 
and further the best interests of the Government. It is recognized that the 
above outlined procedure may constitute a certain restriction on competition. 
However, it is believed that such restriction, if any, is valid in view of the require- 
ments of the agency. 

A review of the legislative history of the Armed Services Procurement Act 
discloses that such act was intended to give greater discretion to contracting 
agents than had been given by previous statutes, such as section 3709, Revised 
Statutes. In your Opinion B-130412, June 13, 1957, in which your Office upheld 
the legality of the qualified products list, it was stated, ‘‘ Legitimate restrictions 
on competition in Government procurement have been determined to be valid 
when the needs of the agencies required it.’ In that opinion it was pointed out 
that the use of the qualified products list was proper even though “‘it tends to 
restrict competition, particularly small business firms.” It would appear that 
the restriction imposed by the qualified products list is indistinguishable from the 
restrictions contemplated by the proposed qualified manufacturers list in its effect 
upon competition, since both procedures limit the number of prospective bidders. 

A review of the other opinions of your Office as set forth below indicates the 
apparent propriety and legality of the proposed procedure. 

In volume 20, Decisions of the Comptroller General, page 86, although your 
Office denied permission to the Secretary of the Interior to negotiate a contract 
for the direction and supervision of a film production with a particular person, it 
was stated: “In view of the necessity of securing a contractor of admitted com- 
petence, the circulation of an invitation for bids could be limited to persons or 
firms known to possess the necessary equipment and the requisite degree of skill 
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if it is determined that such a procedure would be more advantageous to the 
United States than the general circulation of an invitation based upon specifica- 
tions describing the necessary qualifications for bidding.’’ In volume 19, De- 
cisions of the Comptroller General, page 523, although your Office denied authority 
to the Federal Housing Administration to negotiate only with particular indi- 
viduals for contracts to assume the management of properties, it was stated that 
existing law would still be complied with “‘if in any given case bids be asked of 
only those persons or concerns found to be responsible, competent, capable, 
adequately equipped and prepared to render such services to your Administration 
satisfactorily. * * *’’ 

The propriety of the procedure proposed would appear to be further supported 
by the decision of the court in United States v. Brookridge Farms (111 F. 2d 461 
(10 Cir. 9940)), wherein the court held valid a milk supply contract which had 
been awarded on the basis of invitations which precluded from consideration the 
bid of any dairy which had not passed an Army sanitary inspection the month 
preceding the opening of the bid. In this case the court regarded the requirement 
for approval prior to bid opening as having ‘‘a reasonable relation to the needs of 
the service,’ and it should be noted that the restriction imposed by the Govern- 
ment applied directly to prospective bidders who qualified by meeting conditions 
before bids were issued. 

In view of the foregoing your approval of the enclosed proposed procedure is 
respectfully requested. I will be most happy to furnish your Office with any 
additional information in this regard which you feel will be helpful in reaching 
your decision. 

Sincerely yours, 
F. H. Hiaarns, 
Assistant Secretary of the Army (Logistics). 


—_— 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, May 2, 1958. 
B-135504 

Dear Mr. Secretary: Reference is made to the Jetter of March 10, 1958, from 
the Administrative Assistant Secretary of the Army (Logistics) submitting for 
our review and consideration a proposed procedure for the establishment of quali- 
fied manufacturers lists to be utilized by the Military Clothing and Textile Supply 
Agency in connection with the procurement of items of military clothing from 
the cut-make-and-trim industry. 

The proposed plan for the establishment of a qualified manufacturers list calls 
for the replacement of current bidders lists for military clothing and other textile 
and items by qualified manufacturers lists consisting of firms which have qualified 
pursuant to established criteria prior to placement on the lists. The establish- 
ment of the criteria, which will be similar to existing criteria used for determining 
responsibility of bidders, and the compliance therewith by a manufacturer would 
be determined administratively by the Department of the Army. Only firms on 
these lists would be furnished invitations for bids. Firms not on such lists would 
be permitted to apply for qualification at any time, but bids received from firms 
which failed to qualify for placement on the list prior to bid opening would net 
be considered for award. 

We do not question the authority or the propriety of the establishment of the 
proposed procedure, particularly in view of the difficulties experienced by t e 
military departments, as set forth in the Assistant Secretary’s letter and as found 
in the recent congressional hearings concerning procurement of military clothing. 

The proposed procedure appesrs to be fair and reasonable and, if properly 
administered, it would appear that responsible firms would not hsve any diffi- 
culty in qualifying for plecement on the lists. Although the procedure may he 
said to be somewhat restrictive of competition, we feel that it is not unneces- 
sarily restrictive considering the circumstances involved and it may, as stated by 
the Assistant Secretary, induce responsible firms to participate who have been 
reluctant to do so in the past due to the time required for investigation of bidders’ 
responsibility after the opening of bids and prior to award. 

It is to be understood that this concurrence in the inauguration of the proposed 
procedure is without prejudice to any rights of our Office to take action or raise 
questions with respect to any matters which may arise from or in connection with 
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the application or administration of such procedure; or the extension of such pro- 
cedure to other fields of procurement. 
Sincerely yours, 


Mr. Hiaarns. The requirements to become exhibit D, which will 
be explained by General Anderson, which I should also like to submit 
for the record. 

Mr. Hésert. For the record. 

(The document referred to is as follows:) 


PROCEDURE FOR ESTABLISHMENT AND ADMINISTRATION OF A QUALIFIED MANU- 
FACTURERS’ List FoR Use 1n PurcHaAsInG MILITARY CLOTHING AND OTHER 
TEXTILE ENp ITEMS 
1. Current bidders’ lists for military clothing and other textile end items will 
be replaced by qualified manufacturers’ lists. A separate list will be established 
for each item and will constitute the bidders’ list for the pertinent item. The 
list will consist of firms who qualify as hereinafter set forth. The qualification of 
a firm for a particular list shall be dependent on a specific plant located at a 
specific address. A qualified firm shall be defined as a firm appearing on the 
pertinent qualified manufacturers’ list and which proposes to manufacture at the 
plant(s) which served as a basis for its qualification or the qualification of any 
other firm on the pertinent list. 

Invitations for bids for a particular item will be issued only to those firms 
which appear on the pertinent list. Firms not on the pertinent list will be per- 
mitted to apply for qualification at any time, but they will not be furnished invita- 
tions for bids until they have qualified. Firms on the list will be permitted to 
submit additional plants for qualification but such additional plants will not be 
considered for a particular invitation for bids if not qualified prior to bid opening. 
Invitations for bids will provide that bids will be accepted only from qualified 
firms. 
as a basis for qualification will not be considered. Bids received from firms which 
have not qualified prior to the opening of bids will not be considered. The same 
rules will apply to negotiated procurement. 

The general requirements for qualification for placement on the qualified 
manufacturers’ list are as follows: 

(a) The items will be divided into three basic categories as follows: Quality 
items, semiquality items, and work and utility items. In the case of quality items 
the applicant’s facilities must have been in quantity production of the pertinent 
item or of similar civilian or military items of like quality, within the 12 months 
preceding the date of application for placement on the list. In the case of semi- 
quality items the period will be 18 months and in the case of work and utility 
items the period will be 24 months. The fact that the pertinent item is for the 
use of a sex other than the sex for which applicant’s facilities have been manu- 
facturing shall not, of itself, disqualify the applicant. 

(b) Owns or controls facilities and equipment required for the manufacture of 
the pertinent items. An applicant who does not himself own the required facil- 
ities and equipment required for the production of the pertinent items shall be 
deemed to have fulfilled the requirement for control of such facilities and equip- 
ment if, for the applicable period prior to the date of the submission of the quali- 
fication questionnaire, he was engaged in the required production by means of 
arrangements with the owner(s) of the facilities and equipment proposed on a 
basis for qualification. Nothing herein is intended to prevent a firm already on 
the list from using other plants provided such plants have been used as a basis 
for qualification by other firms appearing on the list. 

(c) Has a satisfactory production record and quality history, and has in exist- 
ence or can present a plan for establishment of an acceptable quality control 
system, 

(d) Has adequate financial resources (working capital), or established credit 
sources for obtaining the required working capital, and has a satisfactory financial 
history with regard to meeting trade obligations, payroll obligations, and State 
and Federal tax liabilities. 

(e) Does not have a past history of repetitive unsatisfactory performance on 
Government contracts. 


9 
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(f) Has an adequate staff of experienced supervisory personnel. 

(g) Has a trained labor force or can produce evidence of availability of such 
force. Evidence of availability may be in the form of a certification from the 
local office administering the United States Employment Service Program, or 
from a labor union. 

(h) Has a satisfactory record of business and financial integrity and judgment. 

4. It will be necessary for applicants to submit data required by a qualification 
questionnaire. The qualification questionnaire will be designed to afford the 
applicant an opportunity to set forth his facilities, his financial capabilities, his 
experience, and his ability to perform under a Government contract in accordance 
with its terms. Applicants will be required to specify the items which they desire 
to sell to the MC&TSA. In addition to the data submitted in the qualification 
questionnaire, other information will be considered, such as reports and ratings 
of commercial and financial reporting agencies. The applicant will be required 
to produce evidence of its ability to manufacture the quality required for each 
specific item. A firm may be qualified to produce certain items and not others. 
A qualification board of Government personnel including cost and price, manu- 
facturing, legal, technical, and inspection specialists will review qualification 
questionnaires and other data to determine whether firms should be placed on a 
particular qualified manufacturers’ list. 

6. Firms which do not meet the standards will be advised of their failure to 
qualify and the reasons therefor. Firms which are placed on a qualified manufac- 
turers’ list and then fail to maintain the required standards will be subject to 
removal. The qualified manufacturers’ lists will be available for examination at 
MC&TSA by interested parties and MC&TSA may issue appropri*te press re- 
leases as firms qualify. Information submitted by applicants will not be di- 
vulged to the public. 

7. After opening of bids qualifications of prospective contractors will be re- 
viewed on the basis of qualification questionnaires and other available informa- 
tion and an appropriate investigation made, including a field survey, to assure 
that the qualification data is up to date and the bidder is currently responsible. 

8. Initially all firms appearing on the current bidders’ lists and those registered 
as planned mobilization producers will be requested to complete the qualification 
questionnaire in order to qualify for placement on the qualified manufacturers’ 
lists. In addition, press releases will be issued informing the trade and inviting 
potential suppliers to apply for qualification. 

Mr. Hieerns. Maj. Gen. Webster Anderson, who accompanied me 
here today, will make a presentation describing the requirements and 
other pertinent information regarding the qualified manufacturers’ Jist. 

And if it pleases your committee, sir, | would ask you to hear 
General Anderson’s statement before the general questioning. 

Mr. Hiésertr. Does that complete your statement, Mr. Secretary? 

Mr. Hiacerns. That completes my statement. 

Mr. Héserrt. In establishing this qualified list, is there any exclu- 
siveness in that list? 

Mr. Hiaerns. No, sir. 

Mr. Héserr. In other words, any individual who can prove his 
competence and can prove his qualifications to meet the requirements 
will be placed on the qualified list? 

Mr. Hiearns. He will, sir. 

Mr. Héserr. So there is no exclusiveness to it at all? 

Mr. Hicerns. None whatsoever. 

Mr. Héserr. Now, in the area of small business, would small 

. ’ . . . “fe . 
business be excluded or included in this qualified list? 

Mr. Hieains. They would be definitely included because we 
address ourselves to the encouragement of small business every day 
in everything we do, Mr. Chairman. This list is designed to encourage 
and help any qualified manufacturer in the country to do business 
with us. 
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This list will only eliminate those, as we called them here, fly-by- 
night, irresponsible people. And be they small business or large, the 
chips will fall where they may. 

Mr. Hésert. Now in order that the record will be quite clear, in 
the area of making qualified a small business concern, the small 
business agency merely makes it possible for the small business indi- 
vidual or company to become qualified. That is no part of your dis- 
cretion at all, is it? 

Mr. Hiaarns. No, sir. 

Mr. Hfépert. Then in what area do you exercise your discretion 
after they become qualified and after they have been given the tools to 
work with? 

Mr. Hiaarns. After they have certified a company, as will be 
brought out in General Anderson’s paper here, we will show you the 
modus operandi of how the whole program is implemented. 

Mr. Hésert. General Anderson will discuss that? 

Mr. Hiaarns. General Anderson’s paper here will amplify this 
whole affair. If it doesn’t, then I would like to come back and 
answer any questions you have, sir. 

Mr. Hésertr. Any members of the committee have any questions? 

Mr. Mitier. In the appeal procedure whereby someone who isn’t 
on this list will be able to complete his case and get on the list? 

Mr. Hiaains. May I just ask that we present to you the implemen- 
tation of how we put them on the list. We may answer it. 

Mr. Miniter. I want to say that I have a case now—not in this 
field—in which the Army is involved, where a contractor has demon- 
strated his ability to do a job by having performed the service for the 
Army, but when other services came up he was told that he wasn’t 
on the list, it was secret, and he couldn’t get this or ~— 

But later on, the whole thing broke in the press. So I want to 
know if there is any system of appeal where the door can again be 
opened if a case need be reexamined? 

Mr. Higains. Yes, indeed. And if this isn’t fully covered, we will 
come back after the presentation of this paper to see that it is. 

Mr. Héperr. General Anderson. 


STATEMENT OF MAJ. GEN. WEBSTER ANDERSON, EXECUTIVE 
DIRECTOR OF THE MILITARY CLOTHING AND TEXTILE SUPPLY 
AGENCY 


General ANDerson. Mr. Chairman, I am Maj. Gen. Webster 
Anderson, Executive Director of the Military Clothing and Textile 
Supply Agency. 

This is a single manager agency for the supply of all personal 
clothing for Army, Navy, Air Force, and Marine Corps. It has 
responsibility for the standardization of items, cataloging, developing 
requirements, procurement, inspection, storage, distribution, main- 
tenance, and disposal of these items for the entire Department of 
Defense. 

The campaign to improve clothing procurement has been a continual 
one. It received new emphasis from the hearings held by the Perma- 
nent Subcommittee on Investigations of the Senate Committee on 
Government Operations under the chairmanship of Senator John L. 
McClellan as well as the hearings held by the Subcommittee on Mili- 
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tary Operations of the Committee on Government Operations under 
the chairmanship of Congressman Chet Holifield. As Secretary 
Higgins has already pointed out, these hearings highlighted our very 
urgent need for an effective tool to eliminate the irresponsible and to 
encourage the reputable contractor. The qualified manufacturers 
list is this tool. 

The plan in essence provides that only those firms which appear on 
the qualified manufacturers list will receive invitations to bid, and 
only those firms will be permitted to bid. Firms desiring to partici- 
pate in Government procurement of military clothing will be required 
to answer a qualification questionnaire whic ‘h is designed to afford the 
applicant an opportunity to set forth his facilities, his financial capa- 
bilities, his experience, and his ability to perform under a contract. 
In addition to the data submitted in the questionnaire, an appropriate 
investigation will be made to establish the applicant’s ability. 

The general requirements for qualification for placement—— 

Mr. Hiéserr. General, I hate to interrupt you now. But the bells 
have just rung for a rolleall. So the committee will be forced to 
suspend until the vote is taken. We will be back in about 20 minutes. 

(Recess taken; the subcommittee reconvened. ) 

Mr. Miuuer (presiding). The committee will be in order. Mr. 
Hébert is detained for a few minutes, but in the interest of time you 
can proceed, General. 

General Anprrson. I had just finished describing the questionnaire 
and the investigation which we would go through to establish the 
qualification of the persons to be on the list. 

I might interpose at this point that, if a man fails, the defects will 
be described to him and he will be given a chance to correct those 
defects and reapply. Beyond that, he has normal appeals channels 
that any citizen has. 

The general requirements for qualification for placement on the 
qualified manufacturers list are as follows: 

(a) The items will be divided into three basic categories as follows: 
Quality items, semiquality items, and work and utility items. In the 
case of quality items the applicant’s facilities must have been in 
quantity production of the pertinent item or of similar civilian or 
military items of like quality, within the 12 months preceding the 
date of application for placement on the list. In the case of semi- 
quality items the period will be 18 months, and in the case of work 
and utility items the period will be 24 months. 

(b) Applicant owns or controls facilities and equipment required 
for the manufacture of the pertinent items. 

(c) Applicant has a satisfactory production record and quality 
history, and has in existence or can present a plan for establishment 
of an acceptable quality control system. 

(dq) Applicant has or can obtain the required working capital— 
there I do not refer to the working capital necessary for one of our 
contracts, but for the conduct of the business he may be in—and has 
a satisfactory financial history with regard to meeting trade obliga- 
tions, payroll obligations, and State and Federal tax liabilities. 

(e) Applicant does not have a past history of repetitive unsatis- 
factory performance on Government contracts. 

(f) Applicant has an adequate staff of experienced supervisory 
personnel. 
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(g) Applicant has a trained labor force or can produce evidence 
of availability of such force. 

(h) Applicant has a satisfactory record of integrity. 

May I interpose there to ask you to note that on none of these 
criteria do we examine the specific capacity or the specific amount of 
credit which the firm may have or may need for a specific contract 
later on, which, of course, are the—when we come to a specific bid— 
the responsibility of SBA, when a small business firm is being rejected 
for capacity or credit. 

After the questionnaires are received they will be investigated and 
evaluated under the supervision of a board consisting of experienced 
Government procurement personnel. 

A firm which qualifies and is approved for placement on the quali- 
fied manufacturers list will be advised of such approval. Firms which 
do not qualify will be advised of the reasons therefor. Information 
submitted by firms to support their application for qualification will 
be received in confidence and will not be published. However, the 
lists themselves will be available for public inspection. 

After bid opening the qualifications of the prospective contractors 
will be reviewed to assure that the data are up to date and the bidder 
is currently responsible. In this manner it is expected that the irre- 
sponsible firms will be eliminated from consideration before the invita- 
tion for bids is even issued; and that the contracting officer will not 
be faced with the tremendous burden of deciding whether to “save’’ 
the Government a substantial amount of money and make an award 
to a low borderline producer or to pay a higher price and, in either 
event, chance the criticism of higher authority and congressional 
committees. We will have taken another step toward our goal of 
making awards only to reliable contractors who will adhere to speci- 
fications and deliver on time. 

The qualification questionnaires will be issued beginning July 
1958, to all persons appearing on the current bidders list. Press re- 
leases will be issued announcing the program and appealing for broad 
participation. The principal labor and management organizations in 
the industry have been requested to urge the members of the industry 
to apply for qualification. 

We propose to implement the program in three stages. The first 
stage will be the establishment of the lists for quality items. After 
the quality items will come the semiquality items, and then the work 
and utility items. As soon as all known interested bidders for each 

category have been given a reasonable opportunity to qualify and the 
applic ations have been properly evaluated, the qualified manufacturers 
lists will replace the old bidder lists for the items in the pertinent 
category. 

I appreciate this opportunity to appear before you and explain our 
program. I will try to answer any questions you may have. 

Mr. Mitier. How long will it take, do you anticipate, to establish 
that first list? By July of next year, July 1? 

General ANDERSON. We will issue—the questionnaires will go out 
on the first of July. We intend to give the people 1 month to apply. 
Then we anticipate it will take about 3 months to evaluate the 
applicants for the quality category. 

Mr. Miuuer. Mr. Hess. 

Mr. Hess. Yes. General, I would like to ask you, how you expect 
to revise the list from time to time? 


’ 
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General ANpERsON. Once established, the quality list will be re- 
viewed in its entirety once a year, the semiquality every 18 months, 
and the work list every 24 months. 

In addition to that, whenever any adverse information reaches us 
concerning a partic ular bidder or his record as a contractor becomes 
poor, we will immediately review that particular case. 

Mr. Hess. Will you call him im then and go over the matter with 
him? 

General ANpERsoN. That would depend on circumstances, sir. 

Mr. Hess. Let me take a hypothetical case where a certain concern 
may be on your list and you receive word from various sources during 
the period of a vear that ‘his record has gone down, that it is not good, 
and that his work force is not satisfactory. Would you not auto- 
matically drop him on information such as that, or would you make 
an investigation and then call him in and tell him why he is being 
dropped? 

General ANpreRsoN. We would advise him why we are considering 
dropping him and give him a chance to present his side of the story. 

Mr. Hess. Now, if there is another concern that is not on your list 
and feels as though they have been aggrieved and want ‘to be on the 
list, may they petition you then and furnish this data? 

General ANpeRsoN. At any time they can apply. Even though 
we turned them down once, they can come back again. 

Mr. Hess. That is all. 

Mr. Mixer. Mr. Bates. 

Mr. Bares. General, on page 2, under (6) you indicate that one of 
the requirements shall be that the applicant owns or controls the 
facilities and equipment. What do you mean by “controls?” 

General ANDERSON. That he rents the equipment. 

Mr. Bates. That he rents the equipment? 

General ANDERSON. Yes. 

Mr. Bares. That would be satisfactory? 

General ANpeRsSON. Yes. 

Mr. Bates. Now, you draw a distinction between the quality 
items and the semiquality and work and utility items. Apparently 
this qualified bidders list will be like what you have down at Mon- 
mouth or up at ASO at Philadelphia for the Navy, that type of thin 
Is that what you have in mind? 

General ANDERSON. No. 

Mr. Bares. Do they have to put in samples of their work or any- 
thing? How would you go about getting them on the list? 

General ANperson. If it is a firm that we have not done business 
with and we do not know the quality of their work, we would have 
them—if it is a firm that has done civilian business, we would look at 
the type of work they are doing. We could judge their quality from 
that. 

Mr. Bates. Now, you have a requirement that they be in business 
for 12 months or 18 months or 24 months, dependent upon the type 
of work which they do. What is the reason for the difference in time? 

General ANDERSON. When the apply for a quality item, they must 
have made an item of like quality within the past 12 months. That 
prevents a firm which went out of business 2 years ago, went out of 
the tailor’s suit business 2 years, from coming back in on our bidders 
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list. A firm that had gone out of business 6 months ago would be 
assumed to still have the capability of producing for us. 

Mr. Bates. So the longer they have been away from it the more 
difficult it would be to do a quality job? 

General ANpEeRsoN. That is right. 

Mr. Bares. And that is the reason why you have the 12, the 18, 
and the 24 months? 

General ANDERSON. That is right. 

Mr. Bares. Well, I think, Mr. Secretary and General Anderson, 
that this is something that is absolutely necessary and it is going to 
save you an awful lot of headaches later on and certainly Congress- 
men will get less complaints from people who apparently are the low 
responsible bidder, even though you might challenge, and properly 
so, the propriety of giving them a contract because of their lack of 
facilities or the doubt that they could do an adequate job. 

That is all I have. 

Mr. Hess. I too want to join Mr. Bates in complimenting you on 
this job which you have done here. I think it certainly is a step in 
the right direction and you have done an excellent job. 

Mr. Courrney. Mr. 'C hairman, a question for clarification. 

Mr. Miuier. Mr. Courtney. 

Mr. Courtney. As I understand it, the reason for (6) on page 2, 
the control of facilities, is because in the industry with which you are 
dealing many of the machine tools are actually never sold, but are 
only as a matter of policy by the producing company leased for stated 
periods; is that not right? 

I am thinking of sewing machines. 

General ANDERSON. Some of the business arrangements which occur 
in the cut-make-and-trim industry are astounding. They are so 
intricate. That is the reason we insist that they show us a direct lease 
or option to lease for either the equipment or the building, or both. 

Mr. Courtney. Whatever is needed to enter into production must 
be under a firm legal commitment? 

General ANpERsON. That is right; when they apply. 

Mr. Courtnrey. When they apply and get on the list. 

General ANpERSON. That is right. 

Mr. Courtngy. Now, the sec ond question. So that we will be very 
clear on it, you set July 1 as the date on which this list is to be opened 
up and you have set various dates, which you just explained to Mr. 
Bates, within which prior to qualification the contractor must have 
actually been in business. 

Now, does this contemplate that a contractor or prospective bidder 
can at any time make an application to be put on this list? 

General ANDERSON. Yes. . 

Mr. Courtney. At any time? 

General ANDERSON. At any time, but for the first list that is 
established, on the quality item, we will give them 30 days to apply. 

Mr. Courtney. Yes. 

General ANDERSON. They have to have a cutoff point to get the 
first list going. 

Mr. Courtney. That is the only time there is a limitation on an 
application, is that right? 
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General ANpERson. That is right. 

Mr. Courtney. It is free and open thereafter? 

General ANpErRson. That is right. 

Mr. Courtney. Excepting for the qualifying requirements? 

General ANpERson. That is right. 

Mr. Courtney. Now, with respect to the question of distinguish- 
ing this procedure from a qualified products list, these are qualified 
producers? 

General ANpEeRsoN. (Nodded.) 

Mr. Courtney. Do I understand then, no question of proving 
samples or proving products is involved in this procedure? 

General AnpreRsoN. Only the quality of the work that they do. 

Mr. Courtney. Only the quality of the workmanship? 

General ANDERSON. That is right. 

Mr. Courtney. By comparison? 

General ANperson. That is right. 

Mr. Courtney. Those are the two questions I had, Mr. Chairman, 
that I thought I should develop. 

Mr. Hépert. Mr. Miller? 

Mr. Mituer. Mr. Chairman, I would like to join my two colleagues 
in commending you on initiating such a program. I think that it will 
be helpful and give us an opportunity now to determine qualified 
firms and give them an opportunity to qualify themselves, before 
bids are let, and we will not be up against this thing of ‘‘Why didn’t 
I get the bid,” or “Why wasn’t I allowed to bid?” 

I think it will clear the atmosphere. I want, too, to compliment 
you on it. 

General ANDERSON. Thank you. 

Mr. Hésert. You have any other comments, Mr. Courtney? 

Mr. Courtney. Well, there have been no protests. This hearing 
has been publicly announced and unless there are people in the room 
who are interested in appearing or presenting their matter, I have to 
to say, Mr. Chairman, that there has been only one written protest 
filed. I have it here. 

Mr. Bares. Mr. Chairman, may I ask the substance? 

Mr. Courtney. The complaint is from the Southern Athletic Co., 
Inc., of Knoxville, Tenn., dated May 24, Breezy Winn, president. 

With it is a copy of an article from the New York Times announcing 
the forthcoming hearing and the proposed implementation of this 
plan. 

Mr. Miter. Is there a pertinent reason the gentleman gives? 

Mr. Courtney. Well, I think the only way I could express it would 
be in his own language. 

Mr. Hésertv. All right, read it, Mr. Courtney. 

Mr. Bares. I do not see anything in that letter or in these regula- 
tions that is inconsistent. If he meets these particular qualifications 
here, which has no reference to unions, then he would be a qualified 
bidder. Is that correct? 

Mr. Courtney. That would be my interpretation. 

Mr. Bates. So there is nothing that has been advanced by the 
Secretary or the General which would preclude him from bidding on 
one of these items? 
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Mr. Hicerns. That is correct. 

Mr. Miuusr. The letter is not pertinent to the case at hand. 

Mr. Hiaarns. It is not relevant at all, I would say. 

Mr. Mituer. I move that we reconsider that action of putting it in 
the record and withhold it from the record as not being pertinent. 

Mr. H&sert. Without objection, it will be deleted from the record. 

Mr. Courtnry. That is all, Mr. Chairman. 

Mr. Héperr. Do you have any further comment, Mr. Secretary? 

Mr. Carrrey. Mr. Chairman, I want to ask a question. I repre- 
sent the American Cotton Manufacturers Institute. 

Mr. Hfépert. What is your name? 

Mr. Carrrey. C. G. Caffrey. It is merely a question for informa- 
tion. I am sure that General Anderson probably can answer it. 

This pertains, as I understand it, to garment manufacturers and 
people that produce clothing for the military? 

(General Anderson nodded.) 

Mr. Carrrey. It does not go back to the people or there is nothing 
in here that would indicate how it might apply to the manufacturers 
of the fabric that goes into the garment? 

General ANDERSON. It is intended to apply to the cut-make-and- 
trim industry. 

Mr. Carrrey. That is right. 

Mr. Courtney. Only the cut-make-and-trim industry. 

Mr. Carrrey. Only the cut-make-and-trim industry? 

General ANDERSON. That is right. 

Mr. Carrrey. Thank you very much. 

Mr. Hféserr. Do you have any other comment? 

Mr. Hiaerns. Mr. Chairman and gentlemen of the committee, the 
Army would like to express its appreciation for the thoughtfulness of 
this committee in helping us—in the cooperation of this committee 
in helping us to do something about this problem. As you all know, 
we have been struggling with it now for over the 4 years that I have 
been here. We do not offer this as a sovereign panacea to all the prob- 
lems. There may be adjustments we will have to make in the ground 
rules. But it is certainly a step in the right direction. If we need 
further help in this area, why we will come back and sit on your 
doorstep again, sir. 

Mr. Hésert. Well, Mr. Secretary, the latch key to this subcom- 
mittee is always in the door for you to come up here, any time you 
desire. 

Mr. Higerns. Thank you. 

Mr. Hésert. I want to join my colleagues in complimenting you 
on the fine job which you did. 

But I think it is very significant and I can’t hesitate even an instant 
to make this comment, this observation, and that is that this has been 
accomplished under the existing Organization Act of the Defense 
Department, this one centralized agency for the procurement of 
clothing. 

Mr. Hiaarns. Yes, sir. 

Mr. Hézert. That is correct, isn’t it? 

Mr. Hiaatins. That is correct. 

Mr. Hépert. Under existing law. 
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Mr. Hieerns. That is correct. 

Mr. Héperrt. So the law is adequate, even at the present time, and 
even without the new reorganization of the Defense Department bill— 
it is adequate if there is a will and there is a determination on the part 
of the administrator. 

I think that refiects to your credit, and I just wanted to make that 
comment. 

Mr. Hiaerns. Yes, sir. 

Mr. H&ésert. If there is nothing further, the committee will stand 
in recess subject to call of the Chair. 

(Whereupon, at 3:15 p. m., the subcommittee adjourned, subject to 
call of the Chair.) 

x 


